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or any c: ~:s ~~bs~ciar~es ~ere no~ =~n~amina~ed wi~h

Hazaraous S~bs~ances duri~g ~he period of ownershi9 or
opera~ion cy ~: == any of ~~s Subsl.diaries: (iv) neither it
nor any c: ~:s Suos~aiaries has recei~eQ writ~en no~ice tha~

it is subjec: ~= :~abil~:y for any Hazardous Subs~ance

disposal or ~~n~aml.na~ion on any third party property:
(v) neither ~: nor any Subsidiary has been responsible for
any release ~r threa~ of release of any Hazardous Substance:
(vi) as of the date hereof neither it nor any Subsidiary has
received any written notice, demand, letter, cla~-or

request for ~nfo~a~ion alleging that it or any of its
Subsidiaries may be in violation of or liable under any
Environmen~al ~aw; and (vii) neither it nor any of ~~s

Subsidiaries :s subject to any binding orders, decrees,
injuncti~ns ~= o~her arrangements with any Governmental
Entity or ~s subject to any indemni~y or other agreemen~

with any third par~y relating to liability under any
Environmen~al :aw or relating to Hazardous Subs~ances.

As used ~erein, the term "tnyirgnmem;al taw" means
any Law rela~inq to: (A) the protection, investigation or
restoration of the environment, health, safety, or natural
resources, fal the handling, use, presence, disposal,
release or threatened release of any Hazardous Substance or
(C) noise, odor, wetlands, pollution, contamination or any
injury or threa~ of injury to persons or property in
connection with any Hazardous Substance.

As used herein, the term "aO.ar:gy§ C;uh§t"pce"
means any subs~ance thac ~s: listed, classified or
requlated pursuan~ to any Environmen~al Law, including any
petroleum proauc~ or by-product, friable asbestos-containing
material, lead-containing paint, polychlorinated biphenyls,
radioactive materials or radon.

(f) LAbpr M1tte;=. As of the date hereof,
neither it nor any of its Subsidiaries is the subject of afty
material proceeding asserting that it or any of its
Subsidiaries has committed an unfair labor practice or is
se.king to compel it to bargain with any labor union or
labor organization nor is there pending or, to the actual
knowledge of its execu~ive officers, threatened, nor has
there be.n ~or the past five years, any labor strike,
dispute, walkout, work stapp_qe, slow-down or lockout
involving it or any of its Subsidiaries, except in each ca••
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as ~3 no~, -~nQi7~duai:! or :n -t~e agg~eqa~e, :easonacly
likely ~~ have _ Mater~ai ~dverse ~=fec: ~n ::.

(91 aiqh~~ ~gr••~·r~. ~he c~mpany has amended
tneRights ~g:e~ment ~~ provide t~a~ ~either sse nor Merger
Sub snall be deemea ~~ be an Acqu~:~~; Person :as defined in
the Rights Agreement: and the Distri~ut~on Date (as defined
in the Rights Agreement) shall not be deemed to occur and
that the Rights will not become separable, distributable,
unredeemable or exercisable as a result of entering in~o

th1s~r~qreement,- tneStock Option Agreement or consummating
the Merger and/or~ the other transactions contemplated hereby
and tnereby. . . . -..

(hl· Bra~·~· and ~tnde~e. Neither it nor any of
its officers, jirece:rs or employees has employed any broker
or finder or ~ncur~ed any liability for any brokerage fees,
commissions or finders' fees in connection with tne Merger
or tne otner transactions contemplated in this Agreement and
the Stock Opti.on Agreement except that the Company has
employed Salomon Smith Barney Inc. as its financial advisor,
the arrangemen~s with which have been disclosed to sse pr10r
to the-date hereof.

(i) !ntellectyol 0tQpet~Y. (1) The Company
and/or each of its Subsidiar1es owns, or is licensed or
otherwise possesses legally enforceable rights to use, all
patents, trademarks, trade names, service marks, copyrights,
and any applications therefor, technology, know-how,
computer software programs or applications, and tangible or
intangible propriecary informacion or materials thac are
usea in its or any of its Subsidiaries' businesses as
currently conducted, and to the actual knowledge of its
executive officers all patents, trademarks, trade names,
service marks ana copyrights held by it and/or its
Subsidiaries are valid and s~sisting, except ~or any
failures to 50 own, be'licenseG ~r possess or to be valid
and subsisting, as the case may be, that, indiVidually or in
the aqqregate, are not reasonably likely to have a Material
Adverse Effecc on it.

. (1~) " Except_ as disclosed 'in its Reports filed
p~iorto the 'date hereof or as is not reasonably likely to
have a Mat.rial··;~clverse Effect on the Company:

l -.

(A) it ana its Subsidiaries are not, nor will any
o-f them be as a result of the execUtion and
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d.el.~ .:~ ~':' ::: ::::"3 Aqreemen-: :;)r ~he per:::mance of
~~S :=l~;a~:..=~s ~ereunder, ~n viola~ion cf any
licenses. ~ubl~=en5es and o~her agreemen~s as ~o

wni::: :: ~r :ny ~f ~~s Subsidiaries is a par~y ana
pur~~an: :: Nn~:~ ~~ or any Subsidiary is
au~t==:..=eQ :: use any chird-par~y pa~en~s,

traaemarr.s, 3er~ice marks, ana copyrights ("%hird
12,:-·· • ...~A i 1~"'''·;al C.-gaeL.....,' Bight; "' ;

(Bl ~o the act~al knowleage of the Company, no
claims as of the date hereof with respect to (Il
the paten~s. registered and material unregistered
tracemarr.s ana service marks, registered
copyr~gh~s. :raae names, and any applications
therefor ~wnea by it or any its Subsidiaries (the
"QwDlIll? -;,,;~ci : "' ......·;a1 1:),"9P'''''0, ?ight:II~; (II) any
traae secre~s ~ater~al to i~; or (III) 7hird-Party
Intellac~~al Property Rights are currently pending
or, :0 t::le ;':nowledge of its executive officers,
are :~reatenea by any Person: and

(Cl to the ac~ual knowledge of its executive
off~cers, :here is no unauthorized use,
infr:..nqement or misappropriation of any of the
Owned !ntellectual Property Rights by any third
party, inclUding any of its or any of its
Subsidiaries' employees or former employees.

(j) Seve:an,' Payments. No payments to be made
to any of the officers and employees of the Company or its
Subsidiaries as a result of the consumma~ion of the Merqer
will be subjec~ ~o the aeauction limita~ions under Section
280G of the Code.

5.3. Bepte=eDtatiQn~ and Warbant;" 9£ sse ond
Morger Syb. txcep~ as set forth in the corresponding
••ct1ons or subsections of th. SSC Disclosure Letter, sac,
on behalf of itself and Merger Sub, hereby represents ana
warrants to the Company that:

(a) CApital ·St;pctUbe. (1) The authorized
capital stock of SSC consists of 2,200,000,000 shares of sse
COIIIIlOn Stock, of wt'lich 918,621,215 shares were issued ana
outstanding and ~3,831,028 shares were held in treasury as
attn. close of business on December 30, 199;; ana
10,000,000 'shares of Preferred Stock, par value Sl.00p.r
share (the "SSC ~~~~·r~·d ShAbe,"', of which no shares ware
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ou~s~andi~g :s =: :~e ~~=se == busi~ess on December ~l.

1991. All~: :~e ~u~s~anaing shares af sac :ommon 3tock
have been duly ~u~r.or~=ed and are ~alidly ~ssued. :~lly paid
and nonassessable. SSC ~as ~o snares of SSC :~on Stock or
sac ?referre~ ~hares =eser7ed ==r ~ssuance excep~ :~at sac
has :eservea ~o more ~han :0,000.000 SSC Preferred Shares
for issuance pursuan~ :0 ~he Righ~s Agreement, dated as of
January 27. 1989, between SSC and American Trans~ech. Inc ••
as Rights Agenc, as amended by the Amendmen~ of Rights
Aqreement. dated as of August 5, 1992. between SSC and The
Bank of New York, as successor Rights Agent. ana the Second
Amendment of Rights Agreemen~, dated as of June 15, 1994,
be~ween SSC and The Bank of New York, as successor Rights
Agent (as amenaed, :he "SaC ~ight= ~gr:.merytn). Each of the
ou~s~anding shares of capi~al stock of each of SSC's
Significan~ Subs~diar~es ~s dUly au~hori=ed, 7alidly issued.
fully pa~d ana ~onassessable and owned by SSC or a direct or
indirect wholly-owned subsidiary of SSC, free and clear of
any lien, pledge, security interes~, claim or other
encumbrance. Excep~ pursuant to SSC's Senior Management
Long Ter.m Incen~i7e ~lan. Incen~ive Award Deferral Plan,
Non-Employee Directors Stock ana Deferral Plan. stock
SaVings Plan, ~994 Stock Option Plan. 1996 Stock and
Incentive Plan, 1995 Managemen~ Stock Option Plan, SaVings
Plan, .Savings and Security Plan and stock plans assumed by
SIC pursuan~ to the merger of SSC Communications (NVl, Inc.
with and into Pacific Telesis Group consummated on April 1,
1997 (collectively, the "SaC Stock 01an="), neither SSC nor
any of its Subsidiaries has any obliga~ion with respect to
any preemp~ive or other outstanding rights, op~ions,

warran~s, conversion righ~s, stock apprecia~ion rights,
redemp~ion righ~s, repurchase rights, agreemen~s,

arrangemen~s or co~tments to issue or to sell any shares
of capital stock or other securities of SSC or any of its
S1qnifican~ Subsidiaries or any securities or obligations
convertible or exchangeable in~o or exercisable for, or
giving any Person a right to subscribe for or acquire, any
securities of the Company or any of its Significant
Subsidiaries, and no securities or obligation evidencing
such rights are authorized, issued or outstanding. SIC doe.
not have outs~andinq anybonas, debentures, notes or oeher
obligations the holders of which have the right to vote (~

convertible into or exercisable for securities haVing the
right to votel with t~e stockholders of SSC on any matter.

(ii) - The authorized capital stock of
Merger Sub consists of "1,000 shares of cammon- stock, par
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~alue Sl.00 ;er ~hare, ~11 ~t which are 7alidly issued and
ou~s~anaino. ;11:f ~~e ~ssuea ana ~u~s~anainq capi~al

s~ock of Mer~er Sub ~s, and a~ :he ~!fec~~~e T~e will be,
owned by sse: ind :~ere are (i) no o~her shares of capital
s~ock or c~her ':~~~~g secur~ties of Merger Sub, (ii) no
securities c: ~erger Sub conver~~ble inco or exchangeable
for shares of capital s~ock or o~her voting securities of
Merger Sub and (iii) no options or other rights to acquire
from Merger Sub, and no obligations of Merger Sub ~o issue,
any capital S~OCK, other voting securities or securities
convertible into or exchangeable for capital stock or other
voting securit~es of Merger Sub. Merger Sub has not
conducted any business prior to ~he date hereof and has no,
and prior ~o the Effect~ve T~e will have no, assets,
liabilities or obligat~ons of any nature other than those
inciden~ to ~:s format~on and pursuant :0 this Agreemen~ and
~he Merger ana :he other transact~ons con~emplated by this
Agreemen~.

(bl Corporgte aythor;~y; Approyal and ~ajrn=ll.

sac and Merger Sub each has all requisite corpora~e power
and authority and each has taken all corporate action
necessary in order to execute, deliver and perfor.m its
obligations under this Agreement and the Stock Option
Agreement and to consummate, subject only to the sac
Required Consents, the Merger. tach of this Agreement ana
the Stock Option Agreement has been duly executed and
delivered by sse and Merger Sub and is a valid and binding
agreement of sse and Merger Sub, enforceable against each of
sac and Merger Sub in accordance with its terms. subject to
the Bankrup~ct and Equi~y Excep~ion. sse has received the
opinion of i~s financial advisors, Lazard Freres & Co., in a
customary forom and to ~he effect that the Merger
Consideration to be paid by sse in ~he Merger is fair to sse
fram a financial point of view. The shares of sse Common
Stock, when issued pursuant to this Aqreement, will be
validly issued, fully paid and nonassessable. and no
stockholder of sse will have any preemptive right of
subscription or purchase in respect thereof.

(c) Broker- and F!nde~:. Neither it nor any of
its officers, directors or employees has employed any broker
or finder or incurred any liability for any brokerage fee.,
commissions or finders' fees in connection with the Merqer
or the other ~ransactiQns contemplated in this Agreement aDa
the Stock Option Agreement except that sse ana Merqer Sub
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have empl:yea :~zar: ::eres £ Co. as ~~eir ~inancial

acivisor.

Covenants

6.1. Inte:iri ~p=~:t~gn=. (a) The Company
covenan~s and agrees as to itself and its Subsidiaries that,
after the da~e hereof and prior 'to the Effective T~e

(unless sse sh~ll o~herwise approve in writing, which
approval shall not be unreasonably withheld or delayed, ana
excep~ as otherwise expressly contempla~ed by this Agreement
or the Stock Option Agreement, in the Company Disclosure
Letter or as :equi=e~ by applicable Law I :

(i) the business of it ana its
Subsidiaries shall be conducted in the ordinary and usual
course and, to the ~x~ent consistent therewith, it and its
Subsidiaries shall use all reasonable effor~s to preserve
its business organiza~ion intact and maintain its existing
relations and goodwill with customers, suppliers,
regulators, distributors, creditors, lessors, employees ana
business associa~es;

(ii) it shall not (A) amend its
certifica~e of incorporation or by-laws or Gmend, modify or
ter.minate the Rights Agreemen~; (5) split, combine,
subdivide or reclassify its ou~standing shares of capital
stock; (Cl declare, set aside or pay any dividend payable in
cash, stock or property in respect of any cap~tal s~ock,

other than per share regular quarterly cash diVidends not in
excess of $0.44 per Company Share: or (0) repurchase, redeem
or otherwise acquire, or per.mit any of its Subsidiaries
(other than the Company's Employee Stock Ownership Plan) to
purchase or o~herwise acquire, any shares of its capital
stock or any securities convertible into or exchangeable or
exercisable for any shares of its capital stock;

(iii) neither it nor any of its
Subsidiaries shall knOWingly take any action that would
prevent the Merger from qualifying for "pooling of
interests" accoun~ing tre.~ent or as a tax-free
-reorganization" Within the meaning at Section 368(a) of the
COde or that would.cause any of its repre~entations and
warranties herein to become untrue in any material respect:
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'iv) ~e~~~er ~~ nor any ~f i~s

Subsidiar~es :~ai: :~r=~~ace, e5~abl~sh, adop~, en~er ~n~o,

make any r.ew ;=an~s == awards under, amend or o~herwise

mociify, any ·:.:.:nper.sat.:..:n and Benef:'': Plans or increase the
salary, wage, =onus == ocher =ompensac~on of any direc~or5,

officers or ~mpl=':,ees excepc U\} :or gr2ln~s or award.s to
direc~ors, ~f~icers and employees of it or its SUbsiciiar~es

under existi~q ~ompensac~on and Benefit Plans in such
amoun~s and en such ~erms as are consistent with past
practice, (a) ~~ the normal and usual course of business
(which snall include normal periodic performance reviews and
related compensa~~on and benefit increases and the provision
of individual ~ompensacion and Benefit Plans consisten~ with
past practice for promoced or newly hired officers and
employees and :he adopc~cn of Compensation and Benefit Plans
for employees ~f new Subs~diaries in amounts and on ter.ms
consis~enc w~th past pract.:..cel or (C) for ac~ions necessary
to satisfy ex~st.:..nq con~ractual obliga~ions under
Compensation and Benefit Plans existing as of the date
hereof:

(v) neither it nor any of its
Subsidiaries shall issue any preferred stock or incur any
indebtedness for borrowed money (other than indebtedness
incurred solely for the purpose of funding the Escrow
Account or the replacement or refinancing of existing short
ter.m indebtednessl or guarantee any such indebtedness if the
Company should reasonably anticipate that as a result of
such incurrence any of the Company's or any of its
Subsidiaries' oucstandinq senior indebtedness would be rated
lower than A by Standard & Poor's;

(vi) neither it nor any of its
Subsidiaries shall make any capital expenditures in any
calendar year in an aggregate amount in excess of the
aggregate amount reflected in the Company's capital
expenditure budget for such year, a copy of which has been
p~ovided to sac, plus SlOO million:

(vii) except as contemplated by
Section 6.1(4) (iv), neither the Company nor any of its
Subsidiaries shall issue. deliver, sell. or encumber shares
of any class of its common stock or any securities
convertible into, or any rights, warrants or options to
acquire. any such shares except the option granted UDder the
Stock Option Agreement~ options outstanding on the date
hereof under ~he Stock Plans. awards of options and
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res~:~c~ed ~==c~ ;:an~ed ~ereaf~e: ~naer =~~ 2tock ~lans in
the ordinary ~=urse .:: =~siness ~~ acc::dance wi~h :~is

Aqreemen~ and shares ~ssuable pursuan~ := such op~i~ns and
awares:

(viiil neither it nor any of i:s
Subsidiaries shall spend ~n excess of S50 million in any
calendar year :0 acqui:e any business, wnether by merger,
consolida~ion, purchase of proper~y or assees or otherwise
(valuing any non-cash consideration at its fair market value
as of the date of the aqreemen~ for such acquisition). For
purposes of this clause (Viii), the amount spent with
respect to any acquisition shall be deemed to include the
aqgreqate amoun: of capi~al expenditures that the Company is
obligated to make at any t~e or plans to make as result of
such acquisi:ion ~ichin :wo years after :he date of
acquisition:

(ix) neither it nor its Subsidiaries
shall ente: any business other than the telecommunications
business and those businesses traditionally associated with
the telecommunications business or enter into or extend any
telecommunications business outside the geoqraphic areas
served by it and ~ts Subsidiaries as of the date of this
A9reement: and

(x) neither it nor any of its
Subsidiaries shall agree prior to the Effective Time to do
any of the foregoing after the Effective Ttme.

(b) sse =ovenan~s and agrees as to itself and its
Subsidiaries that, after :he date hereof and prior to the
Effective Time (unless the Company shall otherwise approve
in writing, which approval shall not be unreasonably
withheld or delayed, and except as otherwise expressly
contemplated by this Agreement or in the SBe Disclosure
Letter or as reqUired by applicable Law):

(i) it shall not (A) amend its
certificate of incorporation or by-laws in any manner that
would prohibit or hinder, tmpede or delay in any material
respect the Merger or the consummation of the transactions
contemplated hereby: (B) declare, set aside or pay any
dividend or other distribution payable in cash or property
(other than sse Common Stock) in respect of -any capital
stock, other than per share regular quarterly cash
dividends: or (el ~epurchase, .~edeem or otherwise acquire,
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or pe~: any :: ~:s ~ubsitiiaries t~ purchase cr =cherAise
acquire, ~xce~: ~~ open markec ::ansac~ions or ~~ connec:ion
with ehe sse Z::ck Plans, any shares of its capi~al stock or
any secu=i:~es ::nvertible ~nto or excnanqeacle =~r any
shares of ~:s :~p~eal scock:

(ii) neither it nor any of i~s

Subsiciiaries snail knowingly take any act10nthat -"oulci
prevent :he Merger :rom qualifying as a tax-free
"reorganizat.ion" within the meaning of Section 368(a) of the
Code or that. ~ouldcause any ofrits repres~ntations ana
warranties herein to become untrue in .. any material respect,
PrQyided, hQwev·:, that nothing contained herein shall limit
the ability of sse :0 exercise its rights under the Stock
Option Agreement: and

(iii) neither it nor any of its
Subsidiaries will authorize or enter into an agreement to do
any of the foregoing.

(cl sse and the Company agree that any written
approval obtained under this Section 6.1 may be relied upon
by the other part.y if signed by the Chief Executive Officer,
Chief Financial Officer, chief legal officer or another
executive officer of the other party.

6.2. ACgvi:itioD PropQsals. (a) The Company
agrees that neither it nor any of its Subsidiaries nor any
of the officers and directors of it or its Subsidiaries
shall, and that :t shall direct and use its best efforts to
cause its and ~:s Subsidiaries' Representatives not to,
directly or indirectly, initiate, solicit, encourage or
otherwise facilitate any inquiries or the making of any
proposal or offer with respec~ to a merger, reorganization,
share exchange, consolidation or s~lar t:ansaction
involving it, or any purchase of, or tender offer for, 15'
or more of the equity securities of.it or any of its
Subsid.iaries listed on Schedule 1 or 1S' or more of its anel
its Subsidiaries' assets (based on the fair market value
thereof) taken as a whole (any such proposal or offer being
hereinafter referred to as an "!cgpi=itiQD PrpPO=AI W

). The
company fur~her agrees that neither it nor any of its
Subsidiaries nor any of the officers and directors of it or
its Subsidiaries shall, and that it shall direct and use its
best efforts co cause its aepresentatives not to, direct~y

or indirectly, nave any discussions with or provide any
confidential information or data to any Person relatinq to
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an Acquisition Proposal:: engage i.:l any neqot:'at.ions
concerning an Ac~u~si~~~n Proposal, or otherwise·:ac~lita~e

any effort. or at~empt. :0 make or implement. an Acquisition
Proposal; ;;97i~,g, ~ow'Y·:, that ~othinq containea in this
Agreement. snall preven~ :he Company or its board of
directors from (A) complyinq with Rule 14e-2 promulgated
under the Exchange Act Nith regara to an Acquisition
Proposal: (8) making any disclosure to the Company's
shareholders if, in the good faith judq.ment of the board of
airectors of the Company, failure 50 to disclose would be
inconsistent· with its obliqatipns under applicable law;
(C) engaging in any discussions or negotiations with or .
providing 'any information to, any Person in response to a
bona fide written Acquisition Proposal by any such Person
received after the date hereof that was not solicited by the
Campany after the date hereof: or (0) recommendinq such an
Acquisition Proposal to the shareholders of the Company if
and only to the extent that, in such case referred to in
clause (C) or (0), the board of directors of the Company
concludes in good faith lafter consultation with its
financial advisor) that such Acquisition Proposal is
reasonably capable of being completed, takinq into account
all legal, financial, regulatory and other aspects of the
proposal and the Person making the proposal, and would, if
consummated. result in a transaction more favorable to the
Company's shareholders fram a financial point of view than
the transaction contemplated by this Agreement (any such
mere favorable Acquisition Proposal being referred to in
tb1s Agreemen~ as a "Supcr~gr p;gpQ§ol"'. The Company
aqrees that it will ~ediately cease and cause to be
ter.minated any existinq activities, discussions or
neqotiations with any parties conducted here~ofore with
respect to any Acquisition Proposal. The Company also
&qrees that it will promptly request each Person that haa
heretofore executed a confidentiality aqreement in
connection with its consideration of any Acquisition
P~oposal to return all confidential infor.mation heretofore
fumished. to such Person by or on behalf of it or any of, its
Subsic11aries •

. (b) The Campany agrees that it will·take the
necessary steps to promptly infor.m the individuals or
entitie. referred to in the first sentence hereof of the
Obliqations undertaken in this Section 6.2. The company
_qtees that it will notify SaC.promptly if any such
1Dqairiea,proposals or q,ff~;s are received by, any such
1AfQrmation isrequested·from, or any·such discussions or
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neqo~ia~ions ;re ~ouqn~ ~~ oe ~~~~~a~ea or con~inueQ with,
any of the .: .:::tpany' ~ ?epresen~at.:'·,es inQica~i~c;, ':'n
connec~iQn ~LC~ such ~o~i=e. the name ~f such ?e:son and the
ma~erial ~er.=s ~na ~:nai~ions of any p:oposals or offers and
~hereafter snal~ ~eep sse ~~for.meQ. on a cu::enc basis, of
tne scacus ana =aceri~l :er.ms of any such proposals or
offers and :~e scacus of any such discussions or
neqo~iations.

6.~. tnfgrmat';n Suppl;ed. The Company and SSC
each aqrees, as to itself and its Subsidiaries, that none of
the information supplied or ~o be supplied by it or its
Subsidiaries :or ~~clusion or incorporation by reference in
<i) the Reqis~racion Stacemen~ on For.m S-4 to be filed with
the SEC by sac in connec~ion with the issuance of shares of
SSC Cammon Stoc~ ~~ the Merger (including the proxy
statement ana prospec~~s (the "prQ!!pe,.~u::,/P"'Qxy ~ta"".mentn,

constituting a part ~hereof) (the "S-4 Registratign
St.tem.ntn~ will. at the ttme the S-4 Reqistration Statemenc
becomes effec:i~e under the Securities Act, and (ii) the
Prospectus/Proxy Statemen~ and any ~endment or supplement
thereto will. a~ ~he date of mailing to shareholders and at
the ~~eof the Shareholders Meeting, in any such case,
contain any ~ncrue scatement of a material fac~ or omit to
state-any material fac~ required to be stated therein or
necessary in order to make the statements therein, in the
light of the circumstances under which they were made, not
misleading. If at any t~e prior to the Effec~ive Time any
infor.mation relating to sse or the Company, or any of their
respective affiliates. ~fficers or directors, should be
discovered by sac ~r the Company which should be set forth
in an amendmenc or supplemen~ to any of the S-4 Registration
Staeement or ~he Prospectus/Proxy Statement. so that any of
such documents would not include any misstatement of a
maeerial fact or omit to state any material fact necessary
to make the statements tnerein, in the light of the
circumstances under wnich they were made, not misleadinq,
the party which discovers such information shall promptly'
notify the other parties hereto and an appropriate amendment
or supplement describing such infor.mation shall be promptly
filed with the SEC and, to the extent required by law,
disseminaeed to the shareholders of the Campany.

6.4. ShArehglder::, Meeting. The Company will
take, in accordance with applicable law and its certificate
of incorporation and by-laws, all action necessary to
convene a meeting of holders of Campany Shares (the
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5-4 Reg~st.=a~~:~ Stat.emen~ ~s dec~area ef~eC~~7e ~= consider
ana 7ot.e upon :~e apprc7al :f ~~is Agreement. and t~e Merger.
Unless t~e c=ar: :: jirec~==s of ~he Company det.e~nes in
qood faith ;i::r ~=nsul:at~on w1t~ ~utside :=qal :ounsel
that :0 do so would =esult ~n a fail are ~o comply with its
fiduciary dut~es ~nder applicable law, the Company's board
of directors shall =ecommend approval of this Aqreement and
the Merger and shall take all lawful action to solicit such
approval.

':2. . ••.,;. ,vUt:.

6.5. Ei 1 ;"l,g::jj nth,,.. il\<;t-l90:!i NQti:~b:iU:iQn.·

(a) sse and the Company shall prompt.ly prepare and fi;~e

with the SEC :he Prospectus/Proxy Statement, and sac shall
prepare and :~le with the SEC the 5-4 Registrat.ion Stzaement
as promptlr as ?ract~caJ:)le. SSC and the Company each shall
use all reasonable e£for~s to have the S-4 Registration'
Statement declared effective under the Securities Act as
promptly as practicable after such filing, and promptly
thereafter ma11 the Prospectus/Proxy Statement to the
shareholders of the Company. sac shall also use all
reasonable ef~orts to obtain prior to the effective date of
the S-4 Reqis~=ation Staeement all necessary state
securities law or "blue sky" per.mits and approvals required
in connection with the Merger and to consummate the oeher
transaceions contemplated by this Agreement and will pay all
expenses incident thereeo.

(b) The Company and sse each shail '~e-al~~'

reasonable efforts to cause to be delivered to the otner
party and its directors (i) letters of its independent
auditors, daeed (A) the date on which the 5-4 Reqis~ration

Statement. shall become effective and (a) the Closing Date,
and addressed to the other party and its directors, in for.m
and substance customary for "comfort" letters delivered by
independent public accountants in connection with registra
tion statements stmilar to tn. 5-4 Registration Statement,
and (11) a letter fram its independent auditors addressed to
sse and the Company, dated as of the Closing Date, stating
their opinion that the Herger will qualify for pooling-of
interests accounting treatment.

(Cl The Company and sac shall cooperate with
the other and use (and shall cause their respective Subsidi
aries to use. their respective best effort.s to take or cause
to be taken all actions, and do or cause to be done all
things, necessary"proper or advisable on its part under
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this A9reeme~~ ~nti :~e ~~OC~ Op~~~n ~greemen~ ~nd applicable
Laws to cons~a~e anti maKe ~ffec~~7e ~he Mer;er and the
oeher transac~~~ns coneempla~ea by this Agreemen~ ana the
Stock Opt~~n ~greemen~ as soon as prac~icable, incluainq
preparing ana :~~i~g as ~:o~~~J as practicable all
aocumen~a~~on ~~ effec~ all necessary applica~ions, ~otices,

petitions, :~l~ngs and o~her documen~s and to obtain as
promptly as p:ac~icable all consen~s, registrations,
approvals, per=~is and auehorizations necessary or advisable
to be obtainea ::om any ~hird party and/oranyGovernmantal
Entity 'in oraer to consumma~e the Merger or any of the other
transactions c~ntemplated·by·thisAgreement or the Stock
optiori·").greement.; prQVided,. hQwe"e:,that nothinq in this
Section 6.5 shall require, or be construed to require, sac
or'~~ Company :0 proffer,'or 'agree to, any concession to
any Governmen~al En~itv if (i) such concession is reasonably
likely to have a Ma~erial Adverse Effect. on the Company
following the Effeceive Time, (ii) such concession is
reasonably likely to have a Material Adverse Effece on SIC
following the Effective Time r!t be'ing understood that, for
this purpose, ~ateriality shall be determined with reference
to the total eneerprise value of the Company and its
Subsidiaries, taken as a whole, rather than that of SIC and
its Subsidiaries, taken as a whole, and taking into account
any material :estrictions on the ability of SIC or any of
its Significant Subsidiaries to conduct its operations as
currently conaucted or as proposed to be conducted by it).
Subject to applicable laws relating to the exchange of
infor.mation, SSC and the Company shall have the right ·to
review in advance, and to the extent prac~icable each will
consult the ':ither ':)n, all the in£orma~ion relating to SIC or
the Company, as the case may be, and any of their respective
Subsidiaries, tha~ appears in any filing maae with, or
written materials submitted to, any thira party and/or any
Governmental Entity in connection with the Merger and the
other transactions contemplated by this Agreement or the
Stock Option Agreement. In exerc~sinq the foregoing r;ght,
each of the Company ana SSC shall act reasonably and as
promptly as practicable. .

(d) Subject to applicable laws relatinq to the
exchange of information, the Company and SIC each shall,
upon request by the other, furnish the other with all
info:mation concerning itself, its Subsidiaries, directors,
off1cers and s~ockholders and such other matters as may be
reasonably necessary or aavisable in connection' with the'
Prospectu~/ProxyStatement, the S-4 aegistration Statement
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or any o~her !:a~eme~:, ;~:~~g, ~o~i=e ~r appl~:a~~:~ maae
by or on behal.; :: :EC, ::1e ':.::mpany or any cf :nei:
r.spec:~~e S~bS~=~3r~es :~ any chira par:'l ana/or any
Governmen~a.i ~:l:'::0/ :..~ ==nneco::.:m wit~ the ~erqer ana the
~:ansact~~ns :=~~em;~~:eti ty :his Agreemen: :r :~e ~~ock

Op~icn Aqreeme~co

(e) The ':=mpany ana SSC each shall keep the
other apprised c: :~e stoat.us of ma~'ters relating t.o comple
tion of the ~:ansact:'Qns con'templa~ed hereby, including
prcmpely furnishi.ng the other with copies of .no~iCH or
other cammunic3t:ions ~eceived by sse or the Company, as the
casemay be, ~r any .-:t ::sSubsidiaries, from any third
party ana/or any Governmental Entity with respect to the
Merger and the o~her :ransac'tions con'templat.~dby this
Aqreemen't or :he .: toc~: -:9t:.~n .l\greement. Each of :he
Company ana SEC ~nal: ?~ve prompt. not.ice to the ot.her of any
change tha~ is reasonably likely to result in a Material
Adverse Elfeco: on ~: or of any failure of any of the
conditions to the ~t:her party's obligations to effeco: the
Merger set forth ~n Art.~cle VII.

6.6. ACb::~; ~Qn=ul~atiQn. (a) Upon reasonable
notice, ana except. as may otherwise be required by appli
cable law, the Company and sse each shall (and shall cause
its Subsidiaries to) afford the other's and the other's
Subsidiaries' employees, agents and representatives
(including any invesement banker, attorney or account.ant
reeained by the other or any of the other's
Subsi~ia~iesl (such off~=ers, direct.ors, employees, agents
and represeneat.i~es be~nq refer:ed to in this Agreemen~,

with respect to the Company or SSC, as the con~ext. :equires,
as such party's "Bept-,entative=") reasonable access, during
nor.mal business hours throughout the period prior to the
Effeceive Time, to its properties, books, contracts and
recorda and, durinqsuch period, each shall (and shall cause
its Subsidiaries tol furnish prompely to the other all
infor.maeion concerning its business, properties ana
personnel as may reasonably be requested, prpVided that no
investigation pursuant. to this Section shall affect or b.
deemed to modify any representation or warranty made by eh.
eCIDPany,~.sse or Merger Sub hereunder, and p;pyided l rUche;,
tbae the foreqoing shall not require the Company or sse to
pe~t any inspect.ion, or to di~close any infor.maeion, that
in tbe reasonable judq.ment of ~.Company or SSC, as the
ease may be, would violate applicable law or any of its
obliqations with respect to confidentiality or would result
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in ~~e disc~:sure ~: any ::atie sec:e~s of thi~~ par~~es if
~he C~mpan: := sse, :s :~e case may ce, shall have used all
reasonable ~f::=~~ :~ ob~ain ~he c:nsene of such third par~y

to such ~~soec:~:~ =r ~isclosure. All reques~s for
informae~=n'~aQe ~~=suanc :~ this Sec~~on shall be di~ec~ed
co an exec~~~~e ~ffi=er ~f the Company or SSC, as ~~e case
may ce, ~r such ?erson as may be designa~ed by any such
execucive offi:er, as the case may be. All informacion
proviaea purs~anc :0 chis Seccion 6.6 shall be governed by
the ~er.ms of the Confidenciality Aqreemenc.

(b) SUbjecc to the Confiaentiality Aqreemen~

ana to Secc~on 6.16, from the date hereof to ehe tffec~ive

Time. SSC ana the Company agree to consult with each o~her

on a regular ~as~s on a scheaule to be agreed wi~h =eqard to
their respec~~7e opera~ions.

(cl From the date hereof to the Effeccive Time,
the Company aqrees to nocify SSC in advance of any issuance
by the Company or any of its Subsidiaries of any lonq-cer.m
debe or prefer:ed scock.

6.7. Af~·';ate=. (a) tach of the Company and
SSC shall deli?er to the ocher a letter iaentifying all
Persons whom such party believes to be, at the date of the
Shareholders Meeeing, "affiliates" of such party for
purposes of applicable interprecations regarding use of the
pooling-of-incerescs accoun~ing me~hod and, in the case of
"affiliates" of the Company, for purposes of Rule 145 under
the 1933 Act. ~ach of the Company and SSC shall use all
reasonable efforcs to cause each Person who is iden~ifiea as
an "affiliaee" in the letter referred to above to deliver to
sse prior to the date of the Shareholders Meeting a written
.greemen~. in the for.m attached hereto as Exhibit C, in the
c••e of affiliates of the Company (the "Cgmpany affiliate'=
LItter"', and &xhibit 0, in the case of affiliates of sac
(the "SBC Aff~Jilte'= Letter"). Prior to the &ffeceiv.
T1me, each of the Company and SSC shall use all reasonable
effor~s to cause each additional Person who is identified a.
an "affiliate" to execute the applicable written agreement
.s set for~h in this Section 6.7.

(b) If the Merger would otherwise qualify for
pooling-of-interests accounting treatment, shares of sac
Cammon Stock issued to such affiliates of the Company in
exchange for Company Shares shall not be transferable until
such time as financial results covering at least: 30 days of
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combi~eQ ::erat:~ns :: sac ~nQ ~~e C~mcany shall ~ave been
publishea ~l:~~~ :~e ~ean~na ot Sec~:~n 201.Ql :f ~he SEC's
Coaifi:at::~ :: :inanc~al Repor~~~g pol~=ies, :egardless of
whe~her ~ac~ such a:f~:~ate has p:ovided t~e writ~.n

agreemen~ :9fer=~Q :: ~~ this Sect~on, except :~ the extent
permittee =y, ana ~~ accoraance with, SEC Accoun~i~g Se~1es

Release :;5 ana SEC Staff Accoune~ng Bulletins 65 ana 76.
Any Company Shares held by any such affiliate shall not be
eransferacle, :eqaraless of whether such affiliate haa
proviaed the applicable written agreement referred to in
thisS.ce~on, if such transfer, either alone or in the
aggregate with o~her :ransfers by affiliates, would preclude
SSC's abil~:y to acc~unt for the business combination to be
effected by the Merger as a pooling of intereses. The
Company shal: not :eqister the transfer of any Certificate,
unless such :=anste~ :s made ~~ comoliance with :he
foreqoing. .

6.8. StocK ;xchangg ~i't;ng and pg-~;'ting. sse
sball use its best efforts to cause the shares of sac Common
Stock to be issued in the Merger to be approved for listing
on the NYSE, subject to official notice of issuance, p:io~

to the Closing Date. The Surviving Corporation sball u••
its best efforts to cause the Company Shares to be ae-listed
ftam the NYSE and the Pacific Exchange ana de-regist.~.d

under the Exchange Act as soon as practicable followinq the
Effec~ive Time.

6.9. Pybl;cit~. The initial press release with
respect to the Merger shall be a joint press release, and
thereafter :he Company and sac each shall consult with each
other prior to issu~ng any press releases or otherwise
making public announcements with respect to the Merqe~ and
the otber transactions contemplated by this Agreement and
the Stock Option Agreement ana prior to making any f1l1Dgs
with any thira party and/or any Governmental Entity
(1ncluaing any national ~ecurities exchange) with re.~eet

thereto, except as may be required by law or by obligations
puxsuant to any listing agreement with or rules of any
national securities exchange.

6.10. B,nefit3.

(i) At the Effective Time, each
outstanding optian to pu~chase Company Shares (a "Cgmp.ny
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?pt·~n"~ ~nder :~e 2::cy. ?lans, ~hecter 7esced := ~nves~ed,

shall be deemed :~ c:ns~~~~~e an opc~=n ~~ acquire, :n the
same te~ a~Q ::ndit~=ns as were applicable ~nder such
Company Op~~=n, ~f~er gi7i~q effecc ~o any provision
requiri:lQ :::e ·:es~:'~g cf any ':ompany 0p~i~n as a result of
the transac:i:r.s c:ntemplated by this Aqreemenc, ~he same
~umber of shares cf SSC :ommon Stock as the holder of such
Company Op~ion ~ould have been en~it~ed to receive pursuan~

to the Merger ~ad such holder exercised such Company Option
in full immediately prior to the Effec~ive Time (rounded
clown ~o the.nearesc ~hole number) (a "Suh§tityte Qpt"an "1,
at an exercise price per share .. (rounded up to the nearest
whole cen~1 equal to (yl the aqgreqa~e exercise price for
the Company Shares otherwise purchasable pur5uan~ to such
Company Option di7ided by (z) the number of full shares of
sse Common StocY. jeemec ?urctasable pursuanc ~o suet Company
Option in acc:::ance wlth the foreqo~nQ. At or prior to the
Effec~ive Time, :he Company shall make all necessary
arrangements with respecc to the Stock Plans, including any
necessary amendments chereco, to pe~t the assumpcion of
the unexercised Company Op~ions by SSC pursuant to this
Section and no la~er ~han five business days after the
Effec~ive Time SSC shall register under the Securities Act
of 1933 on :or.m 5-8 or o~her appropriate for.m (and use its
best effor~s to main~ain the effec~iveness thereof) shares
of SSC Cammon Stock issuable pursuant to all Subs~itute

Options. As promptly as practicable after the Effec~ive

T1ma, the Company shall deliver to the participan~s in the
Stock Plans appropriate no~ices se~tinq for~h such
participants' =iqhts pursuant :0 such assumed ':ompany
Options.

(ii) Effective at the Effec~ive T1me,
SIC shall assume each Company Option in accordance with the
terms of the Stock Plan under which it was issued and the
stock option aqreemen~ by which it is evidenced.

(b) Emplgvee ,enef~~=. sse agrees tha~ it
shall cause the Survivinq Corporation for at leas~ twa ye.rs
after the tffeccive Time to provide or cause to be provided
to employees of the Company and its Subsidiaries
compensation and benefit plans that are no less favorable,
in the aqqreqate, than the Company's Compensa~ion and
Benefit Plans: prgVided, hgweVer, if during this period SSC
implements any Widespread increase or decrease in benefits
UDder campensa~ion and benefit plans or in the cost thereof
to participan~s under compensation and benefit plans
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appl':'=able -:: -:!!'!pl: ':'~~S ::: sse =nd :.:.s Subsl.ciiar:.es Q1::her
:.han :.~e ~~=~:~:~; :::;c:3c:.cn and :':s Subsidiar:.esl, :he
~ur·'l~OP;na ~-.-~.-_._~ -~a~i -ro-or·-~~a~elv ad1'us~ ·~eeJ • v.. _ --.~.,- ..... _- •• ..:: •• __ e:-' ~ ..... -. .. - ••

oenef~:.s ~~cer -:~e ::m?an!'~ com?ensac:.~n and benef~: ~lans

or ~~e c~s~ :~er~~: ~: ~ar~~=~;an~~, ~nd ;:riyidog, ;~~.~.:,

wich respec:. := em?~=:ees who are subj~c1:: ~o collec~~ve

bargaining, :11 =ene!:':.~ shall be provided in accorciance
with the appl~=~ble ~cllecc~ve bargaining agreemen1::. sse
shall. and snal: :3use :.~e Surviving Corpora1::ion ~O. honor.
pursuan1:: ~o :~e~= :erms. all employee benefit obligations to
current and :~rmer emplcyees under che Compensation and
Benefit Plans.

6.::. ;xp~r,eAe. Excep1:: as otherwise provided in
Sect:'on 6.:8 =r q.~(bl. Ahe1::he: or n01:: the Merger :s
consumma1::eo, ;1: :=St~ :na expenses :~cur=eci :'n connec~:'on

with this AQre~men~ ~nQ :.ne Merger 3nd the ocher
transactions con1::empiateci by this Agreement shall be paid by
the party inc~==:.~g such cost or expense. except tha1::
expenses ~nc~::eci :n ccnnection with the filing fee for the
S-4 Registrat:.cn ~~acemenc and printing and mailing the
Prospectus/Proxy :tacement and the 5-4 Registration
Statemenc and ~he :ilinq fee under the HSR Act shall be
shared equally by SBC and the Company.

6.l2. tedemei~;catigD; pir~btQr=' and Qf~~cet:'

In3prance. (a) From and after the Effec1::ive Time, sse
agrees tha1:: ~t will indemnify and hold harmless each present
and former director and officer of the Company (when acting
in such capac:':'1) deter=l.ned as of the Effective Time (the
"leciemn; f~ ad ':':p._' Co .. II~, againsc any COS1::S or expenses
(including :easonacle ~ttorneysJ fees). judqmen1::s. fines.
losses, claims. damaqes or liabilities (collec1::ively,
"CQ:Jts '" incurred in connection with any claim. action,
suit, proceeding or investigation. whether civil. criminal.
administrative or investigative, arising out of or pertain
ing to matters existing or occurring at or prior, to the
Effective Time. whether asserted or claimed prior to, at or
after the Effeccive Time. to the fullest extent tha1:: the
Company would have been per.mitted under Connecticut law and
its certificate of incorporation or by-laws in effect on the
date hereof to indemnify such Person (and sse shall also
advance expenses as incurred to the fullest extent permitted
under applicable law, prgYided the Person to whom expenses
are advanced prOVides an undertaking to repay such advances
if it is ultimacely determined that such Person is not
entitled to indemnification).

NYl252S: tllISG.IO -40-



:0) Any :~demn~:~sa ?ar~, wishing ~= claim
intiemn~=~=~~~;~ ~~aer ;aragra?nal :t ~~is Sec~~=n ~.12.

upon lear~~~~ :: any suc~ =la~m, act~~n. suit, proceetiinq or
inve!~iga~~=~, ~nal: ;r=m?c~!' not~:! sac ~hereof, oUt ~he

=ail~re ~~ s~ ~=~~=: snal: ~o~ =elieve SSC ~t any liability
it ~y have ~: suct :~tiemn~=~ed Par~! if such failure does
not: ~ter~al'::'~:, ;;reJ '.Jtiice sac. In the event: of any such
claim, act~=n, ~ui~, ?roceeding or ~~vestigation (whether
arising before sr after ~he Effec~~ve T~e), (i) sac or the
Surviving Corpcrat:~on shall have the right to assume the
defense thereof anti sac shall not be liable to such
Indemnified Part~es for any legal expenses of other counsel
or any other expenses SUbsequently incurred by such Indemni
fied Parties ~~ connec~~on with the defense thereof, except
that if sac ~r ~he Surviving Corporation elects not ~o

assume such defense ~r =ounsel for ~he !ndemni:~ed ?arties
advises that: :~ere are :ssues which raise conflic~s of
interest between sac or the Surviving Corporation and the
Indemnified ~art~es, :he Indemnified Parties may retain
counsel sat~sfacc:ry :0 them, and sac or the SurViving
Corporation shall ?ay all reasonable fees and expenses of
such counsel :or :~e Indemnified Parties promptly as state
ments therefor are received: provided, hgweyE:!", that SSC
shall be obligated pursuant to this paragraph (b) to pay for
only one firm of counsel for all Indemnified Parties in any
jurisdiction, (iiI the Indemnified Par~ies will cooperate in
the defense of any such matter, and (iii) SSC shall not be
liable for any settlement effected without its prior written
consent.

(c) SBC ~r the Surv~ving Corpora~ion shall
maintain a policy of officers' and directors' liability
insurance for acts and omissions occurring prior to the
Effective T~e ("P&O T03prance") with coverage in ~ount and
scope at leas~ as favorable as the Company's existing
directors' and officers' liability insurance coverage for a
period of six years after the Effective Time: PrOvided,
hgweyer, if the eXisting 0&0 Insurance expires, is
terminated or cancelled, or if the annual premium therefor
is increased to an amount in excess of 175' of the last
annual premium paid prior to the date hereof (the "Current
Premium"), in each case during such six year period, SSC or
the Surviving Corporation will use its best effor~s to
obtain 0&0 Insurance in an amcun~ and scope as great as can
be obtained for the remainder of such period for a premium
not in excess (on an annualized basis) of 175% of the
Current Premium.
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:dl :: SEC := :~e Z~r~~v~~g ~==po:a~~:~ cr any
~t ~:s suc=ss~::~ :: :ss~;~s ~) shall =onsol~~a~e.~l~~ or
mer;e ~~t:o ;~! ::~er :or;=:at:~on 0: ~nt:~:y ana sna~_ ~Ot be
-~e r~n~'-"'-- -. ~"r-'~'-- -~r'Cora-~~n ~r Ant·~'l ~~ such_.. _wi __ ":' _ • _ •• ~ _'Wi. '-_'wi ""-'J -- --. --

=onsolidat:~:~ :: ~er~er :: '~ii 5nal: ~=ansfer all ~r

s\1i:)stant::.al':' ':' :.il -:i :':.s ;:roper-::.es and assets to any
individual, :orporat~on ~= other ~nti~y, then ana i~ each
such case. ~roper ?rov~sions shal: be made so t:hat: :~e

successors ana assigns ~f SEC ~r ":~e Surviving Corporation,
as the case ~ay be, shall assume all of tne obligat~ons set
forth in this Sect:ion.

(e) The provisions cf this Section are intendea
to be for the ~enefi: of, and shall be enforceable by, each
of the !ndem~~:ied Par:~es. :he~r ~eirs and their
:epresentat.:.":e5 .

6.13. Taken~.~ ~tatutA" If any !akeover Statute
is or may become applicable to the Merger or the other
transactions =ontemplated by this Agreement or the Stock
Option Agreement., each party hereto and its board of
directors shall grant such approvals and take such actions
as are necessary so that such transactions may be consum
mated as prompt~t as practicable on the terms contemplatea
by this Agreement or the Stock Opt~on Agreement or by the
Merger and otherwise act to eliminate or minimize the
effects of such statute or regulation on such transactions.

6.14. piy~dend~. The Company shall coordinate
with sac the ceclarat:~on, setting of =ecora dates and
payment dates of div~aends on Company Shares so chat holders
of Company Shares do not receive diVidends on both Company
Shares and sac Common Stock received in the Merger in
respect of any calendar quarter or fail to receive a
dividend on either Company Shares or sac Common Stock
received in the Merger in respect of any calendar quarter.

6.15 •. CQnf~den~ialit~. The Company and sse each
acknowledges and confirms that it has entered into a
Confidentiality and Non-Oisclosure Agreement, dated
October 22, 1997 (the "Confidentiality Aqteameut"', and that
the Confidentiality Agreement shall remain in full force and
effect in accordance with its terms, whether or not the
Merger is consummated.

6.16. Cpntrol?f ~he ~gmpAnvls Qpe~=tiQn:.

Nothing cont:ained in this Agreement shall give SSC, directly
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the ~er.ms ana ~:nci~:~~ns :t :his Agreemen~, =omple~e con~rol

and super7~s~=~ :: ~:s :pera~~:ns.

6.:7. -ax =~p:DeA"t=~~~n rAr~e::. :or ~urposes of
the tax opir.i:ns ~esc=~beti ~n Sec~i:ns ~.2(c) and i.3(cl of
this Agreemen~, ~ach :f :he Company and SSC shall provide
representation ~e~ters, ~n for.m and subs~ance reasonably
satisfactory t= the Company and SSC, each dated as'of the
date that is t~o bUsiness days prior to the date the
Prospectus/Proxy Sta~ement ~s first mailed to shareholders
of the Company and =e~ssued as of :he Closing Date.

6.:9. ~~:~:;:~ ~ixe=. All s~a~e, ~ocal, :oreign
or provinc~ai sales, ~se, :eal property transfer, stock
transfer or similar ~axes (including any interest ~r

penalties wit~ :espec: :here~ol a~t:ibu~able to the Merger
(collecti·,ely, ':~e ''''';ao''';.'' ....axe-") shall be timely paid by
the Company, Nhich paymen~s, if any, shall be made from the
Escrow Account :: =equired by Section 4.5.

ARTICLE VII

Conditions

7.1. CQDQ~~·::: ~~ ~ach o,r~7'e ~b'~;er~~n ·0
;f#.~~ ~be MCI";c~. ~he =espec~ive obligat~on of eacn party
to effec~ the Merger :s sUbjec~ to the sa~isfaction or
waiver at or prior to the Effective T~e of each of the
follOWing conditions:

(a) Sh§r~bQlder ~pprQyal. This Agreement shall
have been dUly approved by holders of Company Shares
constituting the Company Requisite Vote;

(b) NXSE ti~ting. The shares of sse Common
Stock issuable to the Company shareholders pursuant to this
Aqreement shall have been approved for listing on the NYSE
sUbiec~ to official nocice of issuance.

(c) Ggyernmeotal Con=gnts. The waiting perioa
applicable to the consummation of the Merger unaer the KSR
Act shall have' expired or been ter.minaced and all maeerial

NYI2S2S: 111...10 -43-



"'0-'"an'; -0:1."'... ~~,., - '''''-Cl''\-- ~nQ' ~=C -eau' "-0"'; "'~nse""e ~-om orWi .~~ • ':'._-~ ... - •• __ ... _w.:1 _.., :'.... .... ...... ..---_

~l.·~h -~e ~~- - .. c -~f'C -. -nv --~er ~over~-en"'~.l.' ~~"'._y"" _.. .. __ , .... - -. '..J __ .::.. -.J ..... .. ..;- _ ...... -- _ ........

shall ~ave =2en ~aae := ~b1:a~ned ~ursuan1: ~~ a cinal Order,
:ree of any ::~a~:~:~s ;jverse :: :te c~mpany or sse :oeher
:han ::r :=~=~:~:~s :~a~ i) are nO& =easona~11 .:~kely,

indi'lidual.:-; := .:.:: ::.e :iqgreqac.e, ~o have a Mater:..sl' .Adverse
Etfec1: en t.he ':.;mpany :::lllowing t.he E:ffecti".re '!':.me. or
(ii1 are not. =~asonaoly likely to have a Material Adverse
Effect: on sse :: :l:~w1.ng :he E:ffecti're Time (i.t being
unaerst:ood t~at, :or ~his purpose. mat:eriality shall be
determined Wlt.~ r~ference to the toeal eneerprise ~alue of
the Company and .:.~s Subsl.diaries, taken as a whole, rather
than that of $Se ~nQ .:.~s Subsidiaries, taken as a whole, and
taking int:o acc:unt. ~ny mat~r~al restrictions on ~he ability
of sac or any ~f ~:~ ~ignl.ficant. Subsl.diaries to c~nduct: its
operati~ns as ::.:===!'!~.:.':' ~~nauc':.ed or as proposed :.:> be
conaucted by::: ). :or :he purposes of this Agreement:,
"Final Qrde .... ~eans an action or decision tha1: has been
qrant:ea as t:> whict fa) no request for a stay or any s~lar

request is penai~g, ~o scay is in effect:, the action or
decision has not. =een 7acated, reversed, set aside, annullea
or suspended :ina any deadline for filing such a request that
may be desl.gnaced by statute or regulation has passed, (b)
no petition :cr :ehear~ng or reconsideration or applicaeion
for review is pending and the t~e for the filing of any
such petition or application has passed, (c) none of the
FCC, the DPUC or any ot.her Governmental Entity has the
action or decision under reconsideration on its own motion
and the time within whic~ it may effect such reconsideraeion
has passed and :d) no appeal is pending (inclUding other
administrat.:"7e or ~udic~3l rev~ewl or in effect and any
deadline for :iling any such appeal that ~y be spec~fied by
statute or rule has passed, Which in any such case (a), (b),
(el or (dl is reasonably likely to result in vacating,
reversing, setting aside, annulling, suspending or modifying
such action or decision (in any such case in a manner wftich
would have a Material Adverse Effect on sse or the Campany
follOWing the Effective Time) .

(d) Law§ aDd Qrde~~, No Governmental Entity of
competent jurisdiCtion shall have enactea, issued,
pramulgatea, enforced or entered any Law .(whether temp~rary,
preliminary or permanentl that is in effect and restra1.ns,
enjoins o~- otherwise prohibits consummaeionof the Merger or
ene oeher transactions contemplated by this Agreement or
tnat is, individually or in the agqreqate with all other
such Laws, reasonably likely to have a Material Adverse
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i~s :~~en::.::: :: ~::s~:.:~~e :ny p=oceed~~g seey.i~g any such
Oraer.

(e) S-J. !he 3-4 RegJ.s~:a~ion Staeemen~ shall
have become ~!:ec::'7e under :he Securities Act. No s~op

order suspending the effec~i7eness of the S-4 Registration
Staeemen~ shall have been issued. and no proceedings for
tha~ purpose :nall ~ave been initiated or be threa~ened by
the SEC.

7.2. C9nq~-~:~:~? 0bl;;at;;ps ~~ ~Sc iDa ~=~ge:

~. The QcLo:;a~:.=ns'Ji SBC and Merger Sub :0 effec: :he
Merger are also subjec: :0 the sa~isfac~ion or waiver by SSC
at or prior :~ the Effec~i7e Time of the following
conditions:

(a) Rep=~c~ntetions and Wartent~~=. The
representations and warranties of the Company set :orth in
this Agreemen: (i) to the exten~ qualified by Material
Adverse Effec: shall be true and correct and (ii) to the
exten~ no~ qualified by Material Adverse Effec~ shall be
true and correct, except that this clause (ii) shall be
deemed satisfied so long as any failures of such
representations and warranties to be true and correct, taken
togeeher, do not have a Material Adverse Effect on the
Company, in each case Ii) and (ii), as of the date of this
Agreement and (excep~ :0 che extent such representations and
warranties speak as of an earlier date) as of the Closing
Date as though made on and as of the Closing Date, and sse
shall have received a certificate signed on behalf of the
Company by an executive officer of the Company to such
effect.

(bl Performance gf Qbligations of ~he Cgmpony.
The Company shall have perfor.med all material obligations
required to be perfo~ed by it under this Agreement at or
prior to the Closing Date, and sse shall have received a
certificate signed on behalf of the Company by an executive
officer of the Company to such effect.

(c) Tax Opinion. sse shall have received the
0p1n10n of Sullivan & Cromwell, special counsel to SSC,
dated the Clos~ng Date, to the effect that the Herqer will
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be treaced ::= :~~er~~ ~~=:me ~~x =~r=oses as a =eorganiza
:ion wichin :~e ~ean~~= =: Sec~~:n- 36S(al ~f ~~e ~:de, and
that: each c: SSC. :'!er;~r Sub and ::.e C=mpany ·,..ill be a part:y
to chac =eor;an~=~~~=n ~lchin :he ~eanir.g of Sec~~on 36B(b)
~f :he Code: ~= =e~r.; ~nders~coQ ::'ac ~n render~ng such
opinion, suc~ :ax counsei shall be ~nei:led to rely upon
representac~=ns ~rovldea by the pareies hereeo ~n :he
represent:ac~on :;c~ers =eferred to in Sec~ion 0.17.

(d) Dis$e~~·*g Shar~:. The Disseneing Shares
shall not consci:~te more than 9' of the aggregate number of
Company Shares outseanding immediately prior to the
Effective Time ~~gVided, hQweva~, thac :his condition shall
be deemed to be wa~vea =y SSC ~f the condition see :orth in
Section 7.2(el ~s deemed Naived by sac ~ursuant: :0 the
proviso to Sec~~=n ~.:(el.

(e) Acs;;unt:ant:a I T.ett~~. SSC shall have
received a letter :rom ~:s independent: public accounting
fi:m to the effect that :he Merger Nill qualify for
"pooling-af-interests" accounting treatmene; prgVided,
hpweyer, thac this condition shall be deemed to be waived by
SSC if SaC'3 independent: accounting firm shall have failee
to deliver such :etter solely as a result of one or more SSC
Pooling Actions.

For purposes of this Sect:ion 7.2(e), "S~C Pogling
Ae~~on" shall mean (i) any action taken by SSC or any of its
Subsidiaries after the date hereof that would prevent the
Merger from qualifying for "pooling-af-intereses" accounting
treatmene if any of the executive officers of SSC actually
knew or, after appropr~ate inquiry, should have known that
such action would preven~ the Merger from qualifying for
"pooling-af-interests" accounting treatment, (iil the escrow
arrangements referred to in Sect:ion 4.5 hereof, if the
Company's obligation to make such arrangements has not been
waivee by SSC in accordance with Section 4.5 and (iii) any
condition existing on the date hereof Which, with reference
only to SSC and its Subsidiaries, would prevent the Merger
from qualifying for "pooling-af-interests" accounting treat
ment uneer the currently published and effective quidelines
and interpretations of the American Institute of Certified
Public Accountants, the Financial Accounting Standards Boar~
and the SEC =elatinq to "pooling-af-interests" accounting
treatment.
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:'he obl~;at::'::: :t :.::e ·:.:.mpan,! :.~ effeco: :.he ~1erger :'3 also
suc'Ject: :.~ :.::e ~at::'siaco::.:n or ·.oJaJ.·ler =y t:he '::mpany at or
prJ.or to :.~e ~::;Ct::'7e :~~e sf :.he :~llowing c=ntiiO::':ns:

(aJ Eep~CCA"~:~;~ns;nd ~ar;:r~·~c. The
represent:at::.:ns anci"warrant::.es. of SBC anti Merger Sub set
forth in this ~greement: 'i) to t:he extent: ~ual~=ieti by
Material Adve~se Sffec": shall be t.rue and correct:, anti
(ii) to .the ext:ent: not: qualified by Material Adverse Effect:
shall be true and correct:, except: :.hatthis·clause ~ii)

shall be deemed satisfied so long as any failures of such
represent:at:ions and warrant:ies to be true and correco:, taken
together, do not: have a Material Adverse Effeco: on SBC, in
each case (il and :iil ,as of the date of this Agreement and
(except :'0 :.~e ~xt:ent: ~ucn =epresent:at~onsandwarrsnt::'es
speak as of an ear~~er 1atel as of the ClosJ.ng Dat:e as
though made on and as of the Closing Date, and the Company
shall have rece1ved a cert:ificate signed on behalf of sse by
an execut:ive cfficer ~f SBC t:O such effect:.

(bl ee:~~rmaDC: ?f Qbl;qat~Qns Of sse ~Dd

Me~qe: ~ub. ~ach of SBC and Merger Sub shall have performed
all mater~al obligations reqUired to be performed by it
under this Agreement at or prior to the Closing Date, and
the Company shall have received a certificate signed on
behalf of SBC and Merger Sub by an executive officer of sse
to such effec-c.

(cl Tax ~pi~;~n. The Company shall have
received the cp~n1on of C=ava~h, Swa~ne & Moore, counsel to
the Company, dated ~he ClosJ.ng Date, to the effeco: :.hat the
Merger will be treated for Federal income tax purpose~ a~ a
reorganization within the meaning of Section 368(al of the
Code, and that: each of SBC, Merger Sub and the Company will
bea party to that reorganizaeion within the meaning of
Seceion 368(b) of the Code; it being understood that in
rendering such opinion, such tax coun~el shall be en~itled

to rely upon represeneaeions provided by the par~ies hereto
in the representation letters referred to in Section 6.17.
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